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Press release

Shanghai Industrial Pharmaceuticals Breakthrough 
With Approval of Three State Category One New Drugs 
******
To Expand Domestic and Overseas M&A Activities
 (December 12, 2005 -- Hong Kong) Shanghai Industrial Holdings Limited ("SIHL") announced today that three new drugs developed by its subsidiaries were awarded State Category One New Drug (i.e. drugs that have not been launched in China and overseas markets) Certificates by the State Food and Drug Administration, signifying a major breakthrough in the company’s R&D efforts in its pharmaceutical business. The three new drugs are namely anti-cancer Oncolytic Genetically Engineered Adenovirus Injection (“H101”), Kallikrein for Injection (“Kai Li Kang”) for treatment of acute cerebral vascular blocks and Tumor Necrosis Factor for Injection (“TNF”) for treatment of malignant tumours. 

At a press conference held in Shanghai today, Shanghai vice mayor Hu Yanzhao hailed SIHL’s success as an outstanding accomplishment, and encouraged the company to continue its efforts in product innovation. 

SIHL chairman Cai Lai Xing was pleased that the three State Category One New Drugs not only bring a wider array of clinical drugs for the patients, but also strengthen the SIHL’s competitiveness in the pharmaceutical industry.  He noted that the R&D success in the three cases embodies the various approaches of innovation by PRC enterprises including original innovation, integrated innovation and introduced technological innovation.  Mr Cai said that SIHL will proactively promote independent innovation, step up scientific research efforts and focus on the development of Chinese medicines, biological drugs and medical equipments and devices.  Based on the strategy of internationalization, industrialization and patent licensing, SIHL will engage in more domestic and overseas acquisitions and mergers, striving to expand and strengthen its pharmaceutical business and contribute to further development of the PRC pharmaceutical industry. 

According to industry statistics, between 2003 and mid-2005, the State Food and Drug Administration had issued Category One New Drug Certificates to only 25 types of drugs, including 17 types of chemical drugs, 3 types of biological products and 5 types of Chinese medicines. Being awarded three Category One New Drug Certificates demonstrates SIHL’s marked competitiveness in the pharmaceutical industry.

The three State Category One New Drugs approved are all targeted at diseases of high morbidity rates in the PRC, including cancer and stroke.（1）“H101” is an Oncolytic Genetically Engineered Drug developed by Shanghai Sunway Biotech.  It is the first drug in Sunway’s H100 series of anti-cancer new drugs to pass the clinical trials and obtain the State Category One New Drug Certificate.  H101 is also the first gene therapy drug that obtained a PRC patent and international intellectual property right protection at the same time. Representing a new type of tumour treatment, H101 went through a seven-year development period.  It is primarily used in the treatment of tumours in head and neck, and has exhibited high potency in the clinical treatment of various cancers such as non-small cell lung cancer, bowel cancer and chondrosarcoma of bone.  It is the world's first anti-cancer drug which uses recombinant virus to fight tumour cells without damaging the healthy cells. （2）“Kai Li Kang” or Kallikrein for Injection（scientific name: Human Urinary Kallidinogenase），is a chemical drug developed by Techpool Bio-Pharma.  It is primarily used for the treatment of mild to moderate thrombotic acute cerebral infarction (commonly known as “stroke” in Hong Kong), high blood pressure, occlusion of cerebral and surrounding blood vessels.  The development of “Kai Li Kang” took 12 years. The drug has obtained three state invention patents while applying for four state patents and three international patents.  Already among the top three causes of deaths, acute cerebrovascular disease is known for its high morbidity rate, high disability rate and high death rate and numerous complications. “Kai Li Kang”, as the first ischemic place target therapeutic medicine, has attracted widespread attention in the medical sector. It received New Drug Certificate and production approval from the State Food and Drug Administration in October, 2005. (3) “TNF” (Tumor Necrosis Factor) was jointly developed by Changzhou Pharmaceutical (under Shanghai Industrial) and the Second Military Medical University of China for a period of 10 years. The drug was earlier awarded the State invention patent.  It is primarily used in the clinical treatment of malignant tumours such as malignant pleural fluid, malignant lymphoma, breast cancer and kidney cancer.  It can also be used as supplementary drug for tumour patients undergoing surgical operations, chemotherapy and radiotherapy since it can accelerate the recovery of the organic immunity system and prevent cancer from relapsing. 

Pharmaceutical business is one of the core businesses of Shanghai Industrial. After 10 years of development, the SIHL portfolio has expanded from one drug company to 18 pharmaceutical enterprises, reaching the initial scale of a pharmaceutical group. The SIHL pharmaceutical product range covers Chinese medicines and herbal drugs, biological drugs and healthcare products.  The company manufactures more than 790 types of preparations, of which 287 types are included in the State Medical and Healthcare Category and 27 types are categorized as State protected Chinese medicines. SIHL has 9 pharmaceutical products each achieving an annual sales volume of more than RMB100 million as well as 10 products each achieving a sales volume of more than RMB50 million. As at the end of 2004, total investment in the pharmaceutical business exceeded RMB2 billion, while annual sales income and profit after taxation amounted to RMB4.5 billion and RMB200 million respectively.  Between 1996 and 2005, the compound annual growth rate of the sales income from SIHL pharmaceutical products reached 15%.

SIHL currently owns approximately 30 domestic and overseas pharmaceutical manufacturing enterprises and scientific research institutions, including Hangzhou Qingchunbao, the largest production base of Chinese medicines in the PRC, Chifeng Aike, internationally renowned plant extract ephedrine production base and numerous renowned pharmaceutical enterprises.  They include Qingchunbao, Huqingyutang, Changzhou Pharmaceutical, Shanghai Sunway Biotech and Guangdong Techpool Biochem Pharma.  The company’s production base has extended to 11 provinces and cities in the PRC and sales network spans the Yangtze River Delta, the Pearl River Delta and the Peripheral Zone of Bohai Sea.

In recent years, SIHL continuously stepped up its R&D efforts and strengthened its scientific research team.  Currently, it has a research team of more than 300 people comprising returned graduates from overseas holding doctorate's and master's degrees in medical science, senior professionals and technicians.  At the same time, the company has invested RMB50 million for setting up medicine research facilities engaging in R&D of Chinese medicines, western medicines, biochemical and bio-engineered drugs, and medical devices and equipment.  As at the end of 2005, SIHL has 3 State Category One New Drugs and 2 Category One New Drugs under research, as well as a total of 115 state and international patents.  

After obtaining the approval for the three State Category One New Drugs, SIHL will continue to strengthen its independent product innovation capabilities and consolidate its resources for the R&D of pharmaceutical products under the principle of "integration, improvement and development", with the view to becoming a world-class research centre, enhancing the innovation capabilities and standards of the pharmaceutical industry, building core competitiveness and driving the development of the company’s pharmaceutical business.  The company will pursue five major strategies.  (1) Establishing a scientific research system at multiple levels. This will include the establishment of a central research institute focusing on the development of original drugs, the establishment of R&D centres at SIHL group of companies to focus on the improvement of forms of existing drugs, and the establishment of a pharmaceutical R&D incubation centre. (2) Increasing investment in R&D and optimizing the deployment of R&D resources. This will include encouraging subsidiaries to allocate 5% of their sales income on the development of new products.  (3) Emphasizing the strategy of "Two major’s and one new" in new product development.  This will include the selection of major drug categories (for treatment of major diseases), and products that have major market share as targets for developing new drugs. As well, priority is given to the development of forms of drugs using modern pharmaceutical manufacturing technology.  The company strives to complete clinical trials for 40 products currently under research and initiate research on 30 to 50 new products within 3 to 5 years.  (4) Establishing a scientific research team.  SIHL will establish a mechanism for the training and recruitment of talents and a remuneration system for the transfer of human resources and scientific research achievements.  The company will also set up a RMB100 million scientific research incentive fund to encourage enterprises to conduct research on innovative products. As an example, the key participants involved in securing approval of the three State Category One New Drugs had received a total reward of RMB5 million.  (5) The continued implementation of the strategies of internationalization, branding and asset operating. The company will expedite its international cooperation projects relating to the introduction of the latest pharmaceutical manufacturing technologies from overseas.  It will also leverage on the multitude of major brand names owned by the SIHL groups of companies in the pharmaceutical sector. As regards the asset operating strategy, SIHL will set merger and acquisition targets at strategic sizeable projects including companies with new drugs of huge potential in the domestic and overseas market, as well as R&D institutions complementary to the company’s own business development. 
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